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increased NMTC investment by providing a five-year extension at $5 billion in annual NMTC

allocation authority.

While we believe the Board’s proposed regulatory framework as outlined in the ANPR
represents a clear improvement over the regulations published by the Office of the Comptroller in
June 2020, we are concerned that if the ANPR is acted upon without significant changes, the
NMTC and community development investment could be harmed, and urge you to make changes
to the ANPR to ensure that the CRA continues to robustly support community development
investment through the NMTC. We believe our comments and suggestions, if incorporated into
your proposal, will ensure the CRA continues to support and possibly increase NMTC investment

in the nation’s low-income communities.

Please see the following for a summary of our main CRA regulatory reform

recommendations as well as responses to selected ANPR questions below.

SUMMARY OF MAIN RECOMMENDATIONS

Our main CRA regulatory reform recommendations are focused on the Community
Development Test (and in particular the Community Development Financing Subtest) and on
reforming assessment areas for purposes of CRA examinations, especially with regard to

determining where and how equity investments are counted.

Community Development Test

The NMTC was designed by Congress to foster long-term investments in low-income
communities through the investment of equity, and it depends greatly on equity investments by
banks that are driven largely by CRA requirements. Without CRA motivation, a significant

amount of NMTC investment demand would disappear.

We believe a more equitable method to measuring CRA performance should be grounded
in the current “large bank” three-test evaluation regime, where the relative merits of lending,
investing and services are judged on their own and not pit against each other. Retaining an
Investment Test or establishing a Community Development Financing Investment Subtest in the
CRA regulations would ensure that banks continue to have a focused incentive to meet the needs
of LMI communities from all three critically important perspectives. Our review of the public

comment letters in response to the OCC’s proposed CRA regulations and its preceding ANPR do
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not point to criticisms of the design of a three-test evaluation. Rather, the issues appear to be
primarily systemic in nature, including the lack of concrete definitions for key concepts in the
original statute as well as the difficulty of setting objective benchmarks that could equally apply
to banks with different asset levels and business models, and in diverse communities with distinct
investment needs. Furthermore, we understand that banks’ use of mortgage backed securities to
satisfy the Investment Test caused some concern and should be addressed. Such a concern about
mortgage backed securities should NOT be the reason for eliminating the Investment Test in its

entirety.

With respect to NMTC investments, as noted above, eliminating the Investment Test or
not establishing a Community Development Financing Investment Subtest, and evaluating all of
a bank’s CRA community development investments and loans in one test would enable banks to
shift towards an increased (and potentially exclusive) reliance on debt products, reducing and
perhaps eliminating equity investments such as those in NMTCs. Such equity investments must
be committed for an extended period of time (7 years in the case of NMTCs), and such long-term
commitments were designed to be, and surely are, more transformative for the communities that
CRA is intended to support than traditional debt products, with far-ranging impacts for LMI

residents as well as the surrounding neighborhoods.

Without CRA motivation, NMTC investment would likely be substantially reduced. We
encourage the Board to continue to support the CRA’s current role in incentivizing these types of
investments, thereby avoiding the potentially unintended consequence of incentivizing banks to
limit (or eliminate) their NMTC investments that otherwise may best meet the needs of their LMI

communities.

Please see our response to Question 42 for further details on this point.

Assessment Area Reform

The ANPR suggests the need to expand CRA exams to assess bank lending in areas beyond
bank branches to recognize the evolution of modern banking and the fact that many banks receive
large portions of their deposits from outside their facilities-based assessment areas where their
branch network has a physical presence. Furthermore, we know that banks often lend in areas

outside their facilities-based assessment areas.
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